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Statement by the Board of Directors and President and CEO

The Condensed Consolidated Financial Statements of Ossur hf. for the period from 1 January to 31 March
2010 consist of the Condensed Consolidated Financial Statements of Ossur hf. and its subsidiaries. The
Condensed Consolidated Financial Statements are prepared in accordance with International Financial
Reporting Standards for Interim Financial Reporting, IAS 34 as adopted by the EU.

The total sales of the Ossur Consolidation amounted to USD 86.4 million. The net profit amounted to USD 9.7
million and according to the Statement of Financial Position the total assets of the Ossur Consolidation
amounted to USD 606.4 million at the end of period, liabilities were 294.0 million, and equity was 312.5 million.
It is our opinion that these Condensed Consolidated Financial Statements present all the information necessary
to give a true and fair view of the Company's assets and liabilities, financial position at 31 March 2010 and
operating performance of the period ended 31 March 2010.

In our opinion the Condensed Consolidated Financial Statements and Statement by the Board of Directors and
President and CEO give a fair view of the development and performance of the Company’s operations and its
position and describes the principal risks and uncertainties faced by the Company.

The Board of Directors and the President and CEO of Ossur hf. have today discussed the Condensed

Consolidated Financial Statements for the period from 1 January to 31 March 2010 and confirmed with their
signatures.

Reykjavik, 26 April 2010

Board of Directors

Niels Jacobsen
Chairman of the Board

Arne Boye Nielsen Kristjan T. Ragnarsson

Thordur Magnusson Svafa Gronfeldt

President and CEO

Jon Sigurdsson



Financial Ratios

Consolidated statement

Income Statement
Net sales

Gross profit
Operating expenses *
Profit from operations
Net profit

EBITDA

Balance sheet

Total assets

Equity

Net interest-beatring debt (NIBD)

Cash flow

Working capital from operating activities
Cash provided by operating activities
Cash flows from investing activities
Cash flows from financing activities
Free Cash flow

Key figures

Sales Growth USD

Operating margin

EBITDA margin

Equity ratio

Ratio of net debt to EBITDA '
Current ratio

Return on equity

Market

Market value of equity
Number of shares
Price/earnings ratio, (P/E)'
Diluted EPS'*

Diluted Cash EPS '

Notes

1. Financial ratios for YTD 2009 and YTD 2008 are based on operations for the preceding 12 months.

USD '000
USD '000
USD '000
USD '000
USD '000
USD '000

USD '000
USD '000
USD '000

USD '000
USD '000
USD '000
USD '000
USD '000

%
%
%
%

%

USD '000
Millions

US Cent
US Cent

2. Excluding other income and restructuring expenses.

3. Market value based on last trade at 31.3.2010 on Nasdaq OMX, Iceland and Denmark.

YTD 2010 YTD 2009 2009 2008 2007
86,468 77,180 330,580 346,835 331,966
54088 47,025 201,815 214203 192,033
41363 39,403 154071 167,678 171,160
14,143 7,849 48240 55958 39,716

9,693 7,573 22,762 28,488 7,580
17,832 12,863 66,988 79440 64,392
606,432 581,592 628217 603,778 635,821
312,457 247,050 312223 249,648 250,282
143,180 222,682 157,633 234,281 283,106
8,479 9,007 44473 58070 43991
8,276 7,003 69,155 52,835 45701
(346)  (1,582)  (16,423)  (6,648)  (17,781)
(14,011)  (9,632)  (4284) (30,610)  (25,289)
7,930 5421 58629 46,187 38,762
12.0 13.2) (4.7) 45 335
16.4 10.2 14.6 16.0 12.0
20.6 16.7 20.3 229 19.4
51.5 425 49.7 413 39.4
2.0 32 2.4 2.9 4.4

2.6 1.8 2.3 1.1 0.9

8.0 12.0 8.1 11.0 4.0
700,252 310,109 529,151 349263 672,024
454 423 454 423 423
28.1 10.6 23.2 12.3 88.7
5.48 6.95 5.30 6.73 1.94
9.32 12.29 9.66 12.29 8.24



Consolidated Income Statements for the period

1.1-31.3.2010

and 1.1. - 31.3.2009

Net sales

Cost 0f g00dS SOId .....oiviiiiiiiiiii

Gross profit

Other INCOME ...ovvvvvvveireiennee.

Sales and Marketing EXPENSES ....c.vruriecrriemrieeirecieeereeereecreaeae e nseeenens

Research and development EXPenses .......cceeeeurieerrecmrieemrecmresereeseseesesenne

General and administrative EXPENSES ......e.cuveeueeeeuemrereeieemseremseeenseeersesesseseseens

Profit from operations

Financial income ....................
Financial expenses ................

Net exchange rate difference

Profit before tax

THICOMIE TAX oottt ettt et st e e e v e eae s esbaeenaeeenbreenneas

Net profit

Owners of the COMPANY ...

Non-controlling interests .....

Earnings per Share

Basic Earnings per Share ...

Diluted Earnings per Share

All amounts in thousands of USD

Attributable to:

Notes

2010 2009
YTD YTD
86,468 77,180
(32,380) (30,155)
54,088 47,025
1,418 227
(24,763) (24,063)
(5,102) (4,965)
(11,498) (10,375)
14,143 7,849
31 70
(3,792) (3,387)
2,763 5214
(998) 1,897
13,145 9,746
(3,452) (2,173)
9,693 7,573
9,562 7,573
131 0
9,693 7,573
2.14 1.79
2.13 1.79




Consolidated Statements of Comprehensive Income
for the pariod 1.1 - 31.3.2010 and 1.1 - 31.3.2009

Notes

Net profit

Other comprehensive income

Gain / (loss) on hedge of a net investment in  foreign OPErations.......cveeeeeureereeeeerennens
Loss 0n cash flOW RedZES ......ccvvireiieiiieieiieicireeteeteeie e senacs
Transl. difference of shates in foreign OPErations.........cveecurecueeeieeniieenieenienecrreeeseeseeeeens

Income tax relating to components of other comprehensive income.......ccccocvvirciciriane.

Other comprehensive income (et Of taX).....ccvieuieuriiiriniiririeiieriereeee e

Total comprehensive income

Owners Of the COMPANY ...ccueiueirieeiiciieirieireei et ese e nseeaes

NON-CONLIOIING INTELESTS euvueerrieerrierieeriaerrisereeseeeesaeeseieesaeseae s s s ssese s s essseessaessssneseas

All amounts in thousands of USD

2010 2009
YTD YTD
9,693 7,573
3,182 5,655
1318 (1,439)
(13,218) (13,848)
(810) (632)
(9,528) (10,264)
165 (2,691)
34 (2,691)
131 0
165 (2,691)
5



Consolidated Statements of Financial Position

Assets
Notes 31.03.2010 31.12.2009

Non-current assets

Property, plant and eqUIPMENt .......cccevviviiiiciniciieneens 10 30,797 32,286
GOOAWIIL ..ottt sttt bebesenes 1 327,512 334,844
Other Intangible assets .......ovvviciiiiininicie s 12 32,897 35,382
Othet fINANCIAL ASSELS 1ovvvviriereieriiireiereeereeee et esees 14 3,672 3,567
Deferred tax ASSEL voviiiviiririiieieeiereeereeeete ettt renaes 24 40,144 42,367

435,022 448,446

Current assets

TOVENTOTIES toviviireeiereieeietetste ettt te et e ve e be e be e be e sanens 16 41,051 43526
Accounts reCEIVADIES ....covviiirieiiieirieecieese ettt ae 17 46,104 43,693
OTNET ASSELS .veevievieriereeteeeteeee ettt ereeteeteeteeteete et e s eseserseseeseeseeseeseesessens 17 10,330 10,413
Assets classified as held for sale .......coooeviviveeieceieeeeeeeeeea, 10 1,190 2,308
Bank balances and cash .......cccoeveeeieeeicniecee e 15 72,735 79,831

171,410 179,771
Total assets 606,432 628,217

All amounts in thousands of USD



31 March 2010 and 2009

Equity and liabilities

Notes 31.03.2010 31.12.2009

Equity
Issued Capital ......ccciueeiiriciriciic e 18 201,997 201,997
RESCIVES ottt ettt seees 19 (3,877) 5,582
Retained earnings .......ccverivciricnienenneeieeseeesseensesesesssee s 20 113,209 103,647
311,329 311,226
Non-controlling interest iN EqUILY .....ccvieiiriniriiciiieineieieeens 1,128 997
Total equity 312,457 312,223
Non-current liabilities
BOLTOWINGS ..ot 22 203,289 210,282
Deferred tax Habilities ....oivveieeeieeeriierieereeeeeeeereeeereeeereee e enenns 24 10,428 11,024
PLrOVISIONS weeviuieteeiiieeiiieisieeeieesteesteresse et sse e sae e ssesessesessesassesessesansesans 25 5,197 5,744
Other financial Habilities ......ccooieviereeieeieeieeeeeeeeeeee e 23 8,676 9,995
227,590 237,045
Current liabilities
BOTTOWINGS ... 22 12,626 27,182
Accounts pPayable ... 14,125 13,353
Taxes PAYADIE .....ccuiuiiiiciricic 4,744 2,452
PLOVISIONS 1uveviviviiiieieretcieesee ettt b et s e ss s sesenas 25 2,626 2,686
Other Habilities ..oveivirierereriirieieieieeiriee et anens 27 32,264 33,276
66,385 78,949
Total equity and liabilities 606,432 628,217

All amounts in thousands of USD



Consolidated Statements of Cash Flows
for the period 1.1 - 31.3.2010 and 1.1 - 31.3.2009

Notes YTD 2010 YTD 2009
Cash flows from operating activities
Profit from OPerations ... 14,143 7,849
Depreciation and amortization ... 10,12 3,689 5,015
Gain / 1oss on disposal Of ASSELS ...vuereeurererererereeeirersecirenereneaersecens (1,2406) 4
Change in ProviSions ... s (554) (581)
Changes in operating assets and liabilities ........ccccooeviviiviciiieninnnn. (4,631) (2,316)
Cash generated by operations 11,401 9,971
INterest 1ECEIVEA .ottt 29 20
Interest Paid ..o (2,294) (1,914)
TaxeS PAd o e (860) (1,074)
Net cash provided by operating activities 8,276 7,003
Cash flows from investing activities
Purchase of fiXed aSSELS w.c.evrurrurreuriiuerrineieieirerieirieererereesseeeesesseaeaens 10, 12 (2,512) (1,614)
Proceeds from sale of fixed aSSELS ...ccveevvevirveriveereiereeereeeeeereeerenas 2,420 153
Changes in fINancial ASSELS .......cccuvveiniiriciriciniriccc s (254) (121)
(346) (1,582)
Cash flows from financing activities
Proceeds from long-term bOrrowings ... 0 2,218
Repayments of long-term bOrrowings ..o (14,011) (11,850)
(14,011) (9,632)
Net change incash ... (6,081) (4,211)
Effects of foreign exchange rate adjustments ................ (1,015) (500)
Cash at beginning of year .........cccovviiiiiiiiiiiiiiiiiieenn, 79,831 30,906
Cashatend of period ........ccoiiiiiii i 72,735 26,189
Additional information regarding cash flow ......cccovvvevvrcrnennee 9

All amounts in thousands of USD



Consolidated Statements of Changes in Equity for the period ended 31 March 2010

Attributable to Non-
Share Share Statutory  Stock option  Hedging Translation Accumulated  owners of controlling Total
capital premium reserve reserve reserve reserve profits the parent interests equity

Balance at 1 January 2009.........ccccociniinininciiinninneinins 4,821 168,081 1,205 989 (8,053) 1,602 81,003 249,648 249,648
INEt PLOFIE it 7,573 7,573 7,573
Gain on hedge of a net investment in

foreign operations Net Of taX....ccvenieinieincienenns 4,807 4,807 4,807
Loss on cash flow hedges net of tax... (1,223) (1,223) (1,223)
Translation difference of shares in foreign operations...... (13,848) (13,848) (13,848)
Total comprehensive income for the petiod........cccccuuenacee 0 0 0 0 (1,223) (9,041) 7,573 (2,691) 0 (2,691)
Share option charge for the petiod.......ccooeveviriviricicincinas 94 94 94
Balance at 31 Match 2009........c.coeuvevemnerninininieneierenennes 4,821 168,081 1,205 1,083 (9,276) (7,439) 88,576 247,050 0 247,050
Balance at 1 January 2009.......ccccoocviviiininicincineniininicians 5,068 196,929 1,267 1,415 (8,480) 11,380 103,647 311,226 997 312,223
Net profit 9,562 9,562 131 9,693
Loss on hedge of a net investment in

foreign operations Net Of taAX. ..o 2,609 2,609 2,609
Loss on cash flow hedges net of taX......cccceeviveviniciciccnnes 1,081 1,081 1,081
Translation difference of shares in foreign operations...... (13,218) (13,218) (13,218)
Total comprehensive income for the petiod.........ccvvueeeee 0 0 0 0 1,081 (10,609) 9,562 34 131 165
Share option charge for the petiod........cccouevvivriiiininninnn. 69 69 69
Balance at 31 Decembert 2000.........cccocuviniiviniinnininencnns 5,068 196,929 1,267 1,484 (7,399) 771 113,209 311,329 1,128 312,457

All amounts in thousands of USD



Notes to the Condensed Consolidated Financial Statements

1. General information

Ossur hf. (the Company) is a global orthopaedics company, specializing in the development, manufacturing and sales of
prosthetics, bracing and supports and compression therapy products. The principal market areas of the Company are Americas,
Europe, Middle East and Africa (EMEA) and Asia, which are served by subsidiaries in the United States, Canada, Sweden,
Norway, the Netherlands, UK, France, Australia, Spain, Swiss and China in addition to the Iceland-based parent company.

The main production of the Company is conducted at Ossur hf. in Iceland, Gibaud Group (La Tour Finance) in St. Etienne,
Trevoux in France and at Ossur Americas in California USA. Part of the production is outsourced to Asia.

According to the Company’s organizational structure, the consolidation is divided into four main functions; Corporate Finance,
responsible for overall financial management; Manufacturing & Operations, responsible for quality control and all production,
inventory management and distribution; Research & Development, responsible for product development and product
management; Sales & Marketing responsible for sales and marketing through the subsidiaries.

2. Summary of Significant Accounting Policies

2.1 Statement of compliance

The Condensed Interim Consolidated Financial Statements have been prepared in accordance with IAS 34, Interim Financial
Reporting, as adopted by the EU. They do not include all of the information required for full annual Financial Statements, and
should be read in conjunction with the Consolidated Financial Statements of the Company for the period ended 31 December
20009.

2.2 Basis of preparation

The Condensed Interim Consolidated Financial Statements have been prepared under the historical cost basis except for the
revaluation of financial instruments. The accounting policies adopted are consistent with those followed in the preparation of
the Company's Annual Financial Statements for the period ended 31 December 2009.

3. Quarterly statements

Qt Q4 Q3 Q2 Q1

2010 2009 2009 2009 2009

Net 8ales .o 86,468 87,871 84,184 81,345 77,180
Cost of go0ods SOld ..o (32,380) (34,863) (32,463) (31,284) (30,155)
Gross Profit ccueeevvvueeeiinniiiiiineeinineeninnns 54,088 53,008 51,721 50,061 47,025
Other INCOME vt 1,418 131 18 120 227
Sales and marketing exXpenses ........cvevviuninas (24,763) (23,451) (21,948) (23,105) (24,063)
Research and development expenses ............. (5,102) (5,132) (4,170) (4,813) (4,965)
General and administrative expenses ............. (11,498) (10,834) (10,725) (10,490) (10,375)
Profit from operations ........cccevueeeiinneenn. 14,143 13,722 14,897 11,773 7,849
Financial iNCOME ..o, 31 69 45 70 70
Financial expenses ST (3,792) (4,073) (4,047) (4,080) (3,387)
Net exchange rate difference .......ccocovvvieiinnes 2,763 793 (4,196) (4,481) 5,214
Total financial income/ (eXpenses) .......coveene. (998) (3,211) (8,198) (8,491) 1,897
Profit before tax 13,145 10,511 6,699 3,282 9,746
Income tax (3,452) (2,437) (1,938) (927) (2,173)
Net profit 9,693 8,074 4,761 2,355 7,573
EBITDA ....coiiiiiiiiicicciis 17,832 17,812 19,355 16,958 12,863

All amounts in thousands of USD 10



Notes to the Condensed Consolidated Financial Statements

4. Net sales

Specified according to geographical segments:

YTD 2010 YTD 2009

AAINICTICAS  cvvuvevevirerereetesesesse ettt et e e b e se e b esese s ebessesesessebess s ebese s esesessebeas b eseaseb et sasesess st ensebes s b ebe s ebereesetensereaes 41,767 35,988
EIMEA .ottt ettt A AR se b s A bbb Rt ae s s ee 41,044 38,362
AASTAu ettt Rkttt Attt se et eeas 3,657 2,831

86,468 77,180

Specified according to product lines:

PLOSTRETICS. 1.ttt bbbttt et bs s s s s b b e b et e b et ebe b et essssasssas et et ebebesesnsn s s esesebetetesnrnns 37,720 32,800
Bracing and SUPPOLLS......ciiiviiiiii s 43,337 39,149
Compression Thetrapy (PhIEDOIOZY)......coueieeiieinieiricinieirieisieee ettt sesessesesessesessesessesesene 4,847 4,663
Other PLrOAUCLS. ... s 564 568

86,468 77,180

Specified according to currency:

US DOMIat, USDi....cuiiieeirieeisissisisieisisssssesessssesssssssssssssssssssssssssssssessssesessssessssesssssssssessssssssssessssessssssessssesessesess 40,182 36,286
FLO, FlUR ottt sttt sttt eneee 31,440 28,627
British Pound, GBP 4,471 4,432
Canadian dollar, CAD 3,810 3,112
SWedish Kona, SEK .....vviieiiieiiieicieiceisisisssssssssssssssssssssssssesessssessssessssessssesssssssssessssessssesssssssssssssssssans 2,934 2,228
Norwegian Krona, NOK ..o 1,840 1,294
Australian Dollar, AUD ...ttt bbb bbb ben s s s b bebebesnsens 916 515
Tcelandic IKEoNa, ISK ...ttt s e s et et ssebesessesesesessssesessesensesenens 358 338
ONET vttt ettt sss bbbt s s b bbb s bt e e s e s s st s s s e st s bt s s b s A a s Rt A bbb st s s s b nnn b st enns 517 348

86,468 77,180

All amounts in thousands of USD 11



Notes to the Consolidated Financial Statements

5. Geographical segments

The Company uses geographical markets as its primary segments. Segment information is presented below,
according to location of customers:

2010 Ametricas EMEA Asia Eliminations Consolidated
YTD 2010 YTD 2010 YTD 2010 YTD 2010 YTD 2010

Revenue

External sales.....ooveveveveeeeeeeeeeeeeeeeereenans 41,767 41,044 3,657 0 86,468

Inter-segment sales......ccocvivieiiiniiiiinicincinenns 5,216 17,716 0 (22,932) 0

Total tEVENUE.....cveveveeceiiierereeeee e 46,983 58,760 3,657 (22,932) 86,468

Inter-segment sales are calculated from production cost.

Result
Segment 1esult....ceiin 7,379 5,527 1,237 0 14,143
FINancial INCOME/ (EXPENSES)...uuruueumriruriurieriiiesieristaseisersesasessessesie e ssesasessesessase e ssse s ssseas s ssesssessessessesssessessssns (998)
PLOFIE DEEOTE TAXuvtiiiririieieieieieist ittt st bbbt be bbb ettt s s s s ke bbbt ket b e st ae s e s st e b e b st eas s eassesebebebesssssaen 13,145
TNICOMIE tAX. ittt (3,452)
INCE PLOFIE ittt b bbb bbbt 9,693
Other information
Capital additions.........cceuvvvcviviciciicininnieinn. 1,189 1,318 5 0 2,512
Depreciation and amortization..........cccc..... 1,328 2,311 50 0 3,689
Balance sheet

31.03.2010 31.03.2010 31.03.2010 31.03.2010 31.03.2010
Assets
Segment aSSets.....cceieuriirreirnineiereieieniiaees 432,674 909,694 8,076 (744,012) 606,432
Liabilities
Segment Habilities. ......cevevereneenerenerenennenns 309,350 541,914 8,466 (565,755) 293,975

All amounts in thousands of USD 12



Notes to the Consolidated Financial Statements

2009

Revenue

External sales....coiiveievevevieceeeeeeeeeeeveenne
Inter-segment sales......cccvuvivierviirinieiiiincininns
TOtal fEVENUE.....coveverererieeiererereeeeee e

Result

Segment £eSUlt. ..o

FInancial INCOME/ (EXPEIISES)..uuuruuurmmuimmimmriuiiiiieiiseiiseissssseassssseasssasssasss s sttt st ss s as st nss e

Profit before tax
Income tax

Net profit

Other information

Capital additions.........ccvevvivincininiieinies

Depreciation and amortization

Balance sheet

Assets

Segment assets.....uiiiieiniinieieieeiciiines
Liabilities

Segment liabilities.......cooviriiivinininiciicicnnn,

All amounts in thousands of USD

Ametricas EMEA Asia Eliminations Consolidated
Y'TD 2009 Y'TD 2009 YTD 2009 YTD 2009 YTD 2009
35,988 38,362 2,831 0 77,180
4,468 10,517 0 (14,984 0
40,456 48,879 2,831 (14,984) 77,180
2,592 4,619 637 0 7,849
1,897
........................................................................................................................................................................ 9,746
................................................................................................................................................................................. (2,173)
................................................................................................................................................................................... 7,573
Americas EMEA Asia Eliminations Consolidated
321 1,197 96 0 1,614
2,950 2,028 37 0 5,015
31.12.2009 31.12.2009 31.12.2009 31.12.2009 31.12.2009
429,724 1,034,923 8,378 (844,808) 628,217
308,668 588,956 8,469 (590,099) 315,994

13



Notes to the Condensed Consolidated Financial Statements

6. Financial income / (expenses)

Financial income and (expenses) are specified as follows:

YTD 2010 YTD 2009

Financial income

Interests 0N BANK dEPOSIES.....c.iuiuiucieciciiiiiiiiceecie e 26 68
Other fINANCIAL INCOME....viviieiireieiereieteetee ettt ettt et ssebe e b et essese s eseteasesesessebessssssesessesesensesesens 5 2
31 70

Finance expenses

Interest on bank overdrafts and IOANS.....coeuveniericiniciricrcrcrce e eees (3,697) (3,294)
Other fiNANCIAl EXPENSES....uiiiiiiiiiiiiii s (95) (93)

(3,792) (3,387)
Net exchange 1ate differEnICes.. ..o 2,763 5,214
Net financial INCOME / (EXPEISES)..vuurmrmrurirrermriiiereeestiersessstaesserssessessessssesesssssssesssssssessassssssessens (998) 1,897

7. Income tax

Income tax is specified as follows:

YTD 2010 YTD 2009

CULTENT TAX EXPEIISES.cuvuivuitiisisiscisiaississise st sa s sss s bbb bbb bbb e bbb bbb bbb s (2,491) (1,500)
Deferfed tAX EXPEIISES. ...ttt iecascieiseas et (1,091) (673)
Deferred tax reclassified from equity tO iCOME ... s 130 0
(3,452) (2,173)
YTD 2010 YTD 2009
Amount % Amount %

Profit DEfOTe tAXES.cuivivieiiiiieeeteteteeeeee ettt 13,145 9,746
Income tax calculated at 18% / 15% ..ovveuceerverrererceriinercnenans (2,3606) 18% (1,462) 15%
Effect of different tax rates of other jurisdictions.........ccceuuvuunnee (687) 5% 207 (2%)
Effect of non-deductible expenses.... (260) 2% (583) 6%
Effect of change in tax rate.......coveiiivicciiinicccces 0 0% (22) 0%
Other Changes........cc.occciniiiricccrecese e (139) 1% (313) 3%
(3,452) 26% (2,173) 22%

All amounts in thousands of USD 14



Notes to the Condensed Consolidated Financial Statements

8. Earnings per share

The calculation of Earnings per Share is based on the following data:

Q12010 Q1 2009
INCE PLOFIL. ettt 9,693 7,573
Total average number of shares outstanding during Q1 (in thousands).........ccceeuriuririccivcincinininn. 453,714 422,982
Total average number of shares including potential shares (in thousands).........cccceuvviivrriniciinnee 454,133 422,906
Basic Earnings per Share (US CONL) ...ttt sse st sssssaenaes 2.14 1.79
Diluted Farnings per Share (US cent) 2.13 1.79
Cash Earnings Per SHAre ..o 2.95 2.98
Diluted Cash Earnings per Share ... ssesns 2.95 2.98

9. Additional information regarding cash flow

YTD 2010 YTD 2009

INCE PLOIE ettt st 9,693 7,573
Items not affecting cash (1,214) 1,434
Working capital provided by operating activities ..o scsesssssssssssnees 8,479 9,007
Decrease / (INCrease) Il INVEMIOTIES w..uurueuurrerireueiseeireireiserisetseiesesetsessesssetsessessesssessessesssessessessssessessessces 1,348 3,005
(Increase) / decrease in receivables (4,681) (1,954)
Increase / (dectease) in PAYADIES .....ccccieiieiieiieeirecireeieeierie et 3,130 (3,055)
Net cash provided by 0perating aCtiVItEs ........cucucuriuiiriuricicieiiireceeeececee et seesaeeaes 8,276 7,003

Non-cash transactions

During the period the Company entered into the following non-cash investing and financing activities which are not reflected in
the statement of cash flows:

All amounts in thousands of USD 15



Notes to the Condensed Consolidated Financial Statements

10.

Property, plant and equipment

Operating fixed assets are specified as follows:

Buildings Machinery Fixtures
& sites & equipment & office equip. Total
31.3.2010
Cost
At 1 January 2010, 15,056 40,337 33,667 89,060
Reclassification 3 (625) (2,196) (2,818)
AdIHONS ..o 13 873 1,500 2,386
Exchange rate differences.........ocnccnininicncnincccscsecens (988) (772) (391) (2,151)
Eliminated on disposal...... 0 (101) (475) (576)
Fully depreciated assets 0 (1,772) (2,934) (4,7006)
At 31 March 2010...iiiiiriceee e eseeseens 14,084 37,940 29,171 81,195
Accumulated depreciation
At 1 January 2010 8,244 25,616 22914 56,774
ReclassifICAtION....cucureirriiieeieiiectrecieeie ettt eseseaneiees 0 (535) (1,275) (1,810)
Charge for the period........cciiiiiniis 99 905 869 1,873
Exchange rate differences.......oocnccincininicncninicccscirccens (544) (447) (221) (1,212)
Eliminated on disposal.........cccccviniiininices 0 (85) (436) (521)
Fully depreciated assets.......ccmiericunirricinniiesieccieiseessseeeneens 0 (1,772) (2,934) (4,7006)
At 31 March 2010..iiiiiiciee s 7,799 23,682 18,917 50,398
Carrying Amount:
At 31 March 2010..iiiciiiciece s 6,285 14,258 10,254 30,797
At 31 Decembert 2009........ociciciiniicineiniiie e cceesseeeseeenes 6,812 14,721 10,753 32,286
Depreciation classified by operational category, is shown in the following schedule:
YTD 2010 Y'TD 2009

Cost Of ZOOAS SOIA ... 1,008 700
Sales and MAarketing EXPENSES ....ciiuiiiiiiiiiiii s 131 292
Research and developmEnt EXPESES.......coiu it seae s sassse s 122 74
General and administrative expenses 612 864

1,873 1,930

The following useful lives are used in the calculation of depreciation.

Buildings 20 - 50 years
Fixtures and furniture 3 -10 years
Machinery and equipment 4 - 10 years

Assets pledged as security

All the Company’s assets have been pledged in relation to financing arranged by Arion Bank. The Company is not allowed to

pledge the assets as security to raise further financing.

Assets Held for sale

At end of 2009 the Company classified its two office facilities in Aliso Viejo, California as held for sale. In March 2010 it sold
one of its building for 2.4 million with a sale gain of USD 1.2 million. The remaining asset has been vacated and put for sale.

All amounts in thousands of USD
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11. Goodwill

12.

3132010
Cost
At 1 JanUary 2009, 322,381
Arising on acquisition Of SUDSIAIALIES. ........cu ittt 7,083
Exchange rate differences. ..o 5,380
At 31 December 2009 334,844
Exchange rate differences. ..o (7,332)
At 31 MALCH 2001t e et 327,512
Carrying amount
At 31 MALCH 20101 e et 327,512
At 31 DECEmMDBEL 2000.......cuieieieieieieieieiiiiirietstst sttt ssss sttt sttt sesesesesesesaseseses e st sseseseseserts ettt ea et esesesesesesesesesenenenen 334,844
The carrying amount of goodwill was allocated to the following cash-generating units:
31.3.2010 31.12.2009

ANICLICAS vttt et ettt bttt 205,827 205,312
EMEA .ottt 118,737 126,611
ATttt e et et 2,948 2,921

327,512 334,844
Other intangible assets

Cust./distrib. Software and
relationships Patents Trademarks other Total

31.3.2010
Cost
At 1 January 2010, 29,019 15,675 35,379 15,484 95,557
Reclassification.......c.oceecucunieniececincuneisicicieceeeens 18,489 17 (14,316) (935) 3,255
AdIONS...oceiviiiicc e 0 0 0 126 126
Fully depreciated assets........c.cuveeeuecuniuriueiscuncnnes 0 (285) 0 0 (285)
Exchange rate differences.......ccccoevviiiviivininnnes (1,049) 10 (1,219) (17) (2,275)
At 31 March 2010 46,459 15,417 19,844 14,658 96,378
Amortization
At 1 January 2010 28,308 12,246 6,877 12,744 60,175
ReclassifiCation.....c.cuceevcecrricieeciennieisieieeieenieenes 5,355 4 (2,630) (482) 2,247
Charge for the period.........cocuccuniiniciccineinicincinas 575 494 114 633 1,816
Fully depreciated assets.........covuveuvrnieiiiiinninns 0 (285) 0 0 (285)
Exchange rate differences........ccovvviniivininninnes (336) 26 (149) (13) (472)
At 31 March 2010, 33,902 12,485 4,212 12,882 63,481
Carrying Amount:
At 31 March 2010, 12,557 2,932 15,632 1,776 32,897
At 31 December 2009 711 3,429 28,502 2,740 35,382

All amounts in thousands of USD
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13.

Amortization classified by operational category, is shown in the following schedule:

YTD 2010 YTD 2009

Cost Of ZOOAS SOI......couiiiiicc e 0 8
Sales and MArketing EXPENSES.. ...t 794 1,881
Research and develOpmEnt EXPESES.......coiuiuiuiicuiiriiiirieeiec i iessetsss e asssssessse s 792 856
General and adminiStrative EXPENSES.. ... 230 340

1,816 3,085

The Consolidation

Name of subsidiary

Place of
registration
and operation

Ownership %

Principal activity

Ossur Holding, AB.....ovceereeeennereeeeneeeeesneeeenonns
Ossutr Notdic, AB.....eeeveeeeeeeeeeereeeseeesre
Ossur NOrdic, AS....eeeeveeveeeeeeeeeeeeeeesennes
Ossur Americas Holdings, InC.....v.eeerreeerreenens
Ossur Ameticas, INCe..veeveveeeeeeeerereeresees
Empower Reimbursement Services Inc..
Empower Business Solutions, Inc............
Team Makena LLC.....ccoooeiiininnninnen
Ossur Funding LLC.....creeeneeeeeeeeeeeseseesee
Ossur Canada, INCu...euceeeveeeeeeeeeieeee e
Ossur Europe Holding, BV.....oocccconmerveennreevee.
Ossur Burope, BV....ooccovceneeeeeneeeeneeeeeseeens
Ossur UK, Holdings, Ltd......ccccconmeeeeeerereeenne
IMP Holdings, Ltd.....cccccooeuniniuricicincinnnee
Ossur UK, Ltdueeeeeeeeeeeeeeeeeeeeen,

Medistox, Ltd....ccceeeeeenieeereerernens
Ossur Ibetia SA.....ooecveevveeeeeerreeeeeeseeesreeesons
Ossur Holding France SAS.....cooovveonnrreeennnn.

La tour Finance SAS.......ccooeoeennnvecennns
Gibaud Pharma EURL.......cccccevvenenenee.
Gibaud SAS.....cooveereeeeresnn

Tournier Bottu SAS.....cooooevvne
Gibaud Suisse SA......cccovvvnneecrennnne
Ossur Asia Pacific PTY, Ltd..ooooeeeeeeeeenne.
Ossur Prosth. & Rehabilit. Co, Ltd....................
Ossur Holding BV.....oeeveeeeeeeennreeeenneeeesnnsenenns
Ossur Hong Kong Limited........oouereeereeeen.
Gentleheal ehf......ooooieieiririieereeeeee

Sweden
Sweden
Norway
USA

USA

USA

USA

USA

USA
Canada
Netherlands
Netherlands
UK

UK

UK

UK

UK

UK

UK

UK

Spain
France
France
France
France
France
Swiss
Australia
China
Netherlands
Hong Kong
Iceland

100%
100%
100%
100%
100%
100%
100%
62%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

Holding

Sales, distribution and services

Sales, distribution and services

Holding

Manufacturer, sales, distribution and services
Services

No operation

Distribution

Holding

Manufacturer, sales, distribution and services
Holding

Sales, distribution and services

Holding

Holding

Sales, distribution and services

Holding

Distribution and services

No operation

No operation

No operation

Sales, distribution and services

Holding

Holding

Immaterial Operations

Manufacturer, sales, distribution and services
Manufacturer

Sales, distribution and services

Sales, distribution and services
Manufacturer, sales, distribution and services
Holding

No operation

No operation

Ossur hf. operates a finance branch in Switzerland to govern certain intercompany long-term liabilities.

All amounts in thousands of USD
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14.

15.

16.

Other financial assets

Financial assets carried at fair value through profit or loss (FVTPL)

31.3.2010 31.12.2009
Investment in associates.... 1,682 1,445
T.0aNS ANA TECEIVADIES. ....vcvivitiviiieiiiiee ettt ettt s s b bbb bt ben st b s s ebebebesesesnnas 1,990 2,122

3,672 3,567
Investments in associates Place of
registration Principal
Name and operation  Ownership % activity 31.3.2010 31.12.2009
Derby Finances, SAS.......ccccooviivivinineinininnes France 50% Manufacturer 20 21
Dashe Orthopedic Supplies, Inc........cceuviennnnes USA 50% Distribution 1,662 1,424
1,682 1,445

Bank balances and cash

31.03.2010 31.12.2009
BaNK ACCOUNLS ..ottt bbbttt ss s ss s e b et et enssss s s s esebesetesesnsnanas 70,173 76,618
Bankers draft £ECEIVEA. ..iiiiiiiiriiiiiieeieeteeee ettt et sa et sa et s et ess b essssebae b ese s esenseseseanesn 2,449 2,818
Cash and other cash eqUIVALENLS. ......c.ccuiiiiiiiiicicccii e 113 395

72,735 79,831

Inventories

31.03.2010 31.12.2009
RAW MALEITIAL . cvetieteteieieiiieteet ettt et e et e et et e s et ebe e besaseebesesaesesesseeseesasessesaneasesansesansasan 13,052 14,397
WOTK I PIOGIESS..o.vuiviiviiiiiiiiiciciciis bbbt 4,802 3,170
FINIShed GOOAS ...t s 23,197 25,959

41,051 43,526

In the preparation of the Consolidated Financial Statements, accumulated gains in inventories from intercompany transactions
amounting to 8.7 million (2009: 8.1 million) were eliminated. This has an effect on the income tax expense of the consolidated
companies, and an adjustment of 2.3 million (2009: 2.1 million) is made in the Consolidated Financial Statements to reduce

income tax expense to account for this.

All amounts in thousands of USD
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17. Accounts receivables and other assets

31.03.2010 31.12.2009

NOMINAL VAILC. ..ttt ettt ettt et ettt et st e s e s et esasesasaesesasssnsansesassasasersasansesasensann 50,380 47,940
Allowances for dOUbtIUl ACCOUNLES......oviuiiieiieiieiie ettt nene (3,551) (3,521)
ALIOWANCES fOL SALES FETULNL..vuvuviecierereincieieietrete ittt sese sttt ittt bttt tsesebsstsebeasesetsssessnstsees (725) (726)

46,104 43,693

Other assets

31.03.2010 31.12.2009

2,416 1,779
5,982 5,174
1,932 3,460
10,330 10,413
18. Issued capital
Common stock is as follows in millions of shares and USD thousands:
Shares Nominal value
Total share capital at Period-end.......ccocuiuiiiiuiieiiciicii s 454 5,068

Shares issued and outstanding at period-end totalled of 453,732,008 (2009: 454 million). The nominal value of each share is one
Icelandic krona.

Changes in share capital are as follows: Share Share Issued
capital premium capital
Balance at 1 January 2009........cccoiiiiiiiiiniii s 4,821 168,081 172,902
29,500,000 fully paid ordinary shares 3 November 2009.........ccccceuocuvcuniiriuricuncunnnn. 237 27,572 27,809
1,250,000 fully paid ordinary shares 30 November 2009.........cccoovvivvrririninninnnnnnes 10 1,276 1,286
Balance at 1 January 2010 5,068 196,929 201,997
Balance at 31 Matrch 2070, ..ottt eb e a s sesessenens 5,068 196,929 201,997

All amounts in thousands of USD 20
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19.

20.

21.

Reserves
Statutory Stock option Hedging Translation Total
reserve reserve reserve reserve reserves
Balance at 1 January 2009.........ccocvvviniiinninnnas 1,205 989 (8,053) 1,602 (4,257)
Loss on cash flow hedges........ccccocuviuiiricincnnas (427) (427)
Share option charge for the period 426 426
Loss on hedge of a net investment (997) (997)
Transl. diff. of foreign operations........c.cccu... 10,775 10,775
Transferred to statutory reserves.......ouee. 62 62
Balance at 1 January 2010......ccovvcicivivinincnnes 1,267 1,415 (8,480) 11,380 5,582
Loss on cash flow hedges.......ccccccveuviuviriccinnnnes 1,081 1,081
Share option charge for the period 69 69
Loss on hedge of a net investment 2,609 2,609
Transl. diff. of foreign operations................... (13,218) (13,218)
Balance at 31 March 2010........ccccoevciviniininnnne. 1,267 1,484 (7,399) 771 (3,877)
Retained earnings
Retained

__carnings
At 1 JanUary 2000, 81,003
Transferred tO STATULOLY TESCIVES. ..t ssss s ss s ss e bbb (62)
INEE PLOFIE. ottt bbb 22,706
At 1 January 2010 103,647

INEE PLOFIE. ottt 9,562
At 31 March 2010.............. 113,209

Stock option contracts and obligations to increase share capital

The following option contracts have been issued at end of period:
Fair value at

grant date

(Date of
Exercise conversion to

Number Grant date Exercise date ~ price DKK DKK)

Issued 5 February 2007 ......ccococcuvcuniuvicceininnnane 1,540,000 5.2.2007 1.12.2011 7.8 5.5
Issued 8 February 2007 .....c.ocvveeeereureecrnenneecnn. 1,250,000 5.2.2007 1.12.2011 7.8 55
Issued 23 February 2008 .........cccovereverecrerennnn. 1,950,000 23.2.2008 23.2.2012 6.9 55
Issued 15 July 2008 ......ccoemiirieevcrereerceneeennns 500,000 15.7.2008 15.7.2012 5.4 5.5
Issued 2 March 2009 .......ccooevererererrrererereeae 200,000 2.3.2009 1.3.2013 44 52
Issued 15 Decembert 2009 ......covvvevevevererenenene. 300,000 15.12.2009 15.12.2013 52 52
Issued 2 January 2010 ..c.cevereeneireeenenernnenne. 200,000 2.1.2010 2.1.2014 53 5.8

Total issued option CONLrACES......cvvvvvevevrivinnn. 5,940,000

Estimated remaining cost due to the stock option contracts are USD 1.0 million which will be expensed over the next four years.
An expense of USD 0.1 million is recognised in the Income Statement for the period.

All amounts in thousands of USD 21
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22.

23.

24.

Borrowings
Current Non - current

Secured - at amortized cost 31.03.2010 31.12.2009 31.03.2010 31.12.2009
Loans in USD ...t 6,083 13,641 102,457 102,721
Loans in EUR.....coii s 6,000 13,022 98,185 104,886
Other borrowings....... 510 496 2,647 2,675
Bank overdrafts........oiiiiii e 32 23 0 0
Bridge loan in EUR.....cooiiiiiiciiians 0 0 0 0
Total at end of Period.......ccuviiivciinieiciiii e 12,626 27,182 203,289 210,282
Aggregated annual maturities of long-term loans are as follows:

31.03.2010 31.12.2009
In 1.4.2010 - 31.3.20T1T / 2010t 12,594 27,159
In 1.4.2010 - 31.3.2012 / 201 Lot 100,444 104,000
In 1.4.2010 - 31.3.2013 / 2012t 100,197 103,601

213,235 234,766

The Company's loan facilities include various provisions that limit certain actions by the Company without prior consulting with

the lender. In addition, the loan facilities include certain financial covenants. The Company has pledged certain assets, including

buildings, machinery, equipment and inventories to secure banking facilities granted.

Other financial liabilities

Outstanding interest rate swap contracts (cash flow hedge) at 31 March 2010 are due over the next three years. The contracts”

fair value is negative USD 8,7 million and principal amount USD 147 million.

Deferred tax asset / (liability)
31.03.2010 31.12.2009

At begiNNing Of PEIIOd. ..ot 31,343 34,487
Income tax payable for the period.......ciii s 2,491 4,996
Calculated tax for the Period... ..ot (3,452) (7,475)
Reclassification to defetred tax asset/ (HADIlIty)......ceeereereemeeeeireierinrinereiseiireieeseeiseiesseesseisessesesseesesnees 0 (700)
Recognised due to acquisition / disposal Of SUbSIAIAtIEs.......ccveueveerrrerrerrerneiererneireerseseeneesirenaenee 0 (293)
Recognised directly through equity (810) 313
Exchange rate differenees. . .o 144 15

29,716 31,343

All amounts in thousands of USD 22
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25.

The following are the major deferred tax liabilities and assets recognised:

Assets Liabilities Net
GOOAWILL ..o 28,288 (3,722) 24,566
Intangible aSSEts......ciiiiiiiiiiiiiii 543 (6,120) (5,577)
Operating fIXE ASSELS......cuiuiuieiiicieiiircirceeeieie et 1,050 (140) 910
Tax 10SS CALLY fOLWAL....oieciieciiieiicieee e sens 3,710 0 3,710
IV ENEOTICS et eureteveiereririeteiete et e ettt et et s et et et et ese st eses e besaseesesassesesassesasassesasarsassens 2,528 0 2,528
623 (700) (77)
1,797 271) 1,526
2,628 (498) 2,130
41,167 (11,451) 29,716
Tax asset and liabilities OffSEtting. ..o (1,023) 1,023 0
TTOTAL s 40,144 (10,428) 29,716
Provisions
Current Non-current
31.03.2010 31.12.2009 31.03.2010 31.12.2009
WaLLAnty (1).ceeceeeeeeeecicieiieieeieee e 644 715 4,437 4271
OtRET i 1,982 1,971 760 1,473
2,626 2,686 5,197 5,744
(i) The warranty provision represents management's best estimate of the Company's liability under warranties granted on
prosthetics products, based on past experience and industry averages for defective products.
Warranty Restructuring Other
provisions provisions provisions Total
At 1 January 2009 6,539 3,017 1,678 11,234
Additional provision recognised...........ceucuccunruniiniiniiniciccincinennenn. 3,633 0 1,157 4,790
Utilization of provision. ... (3,0806) (2,753) (264) (6,703)
Exchange differences........oiniiniiniinicicinciniseccscscisecienns 0 (264) 0 (264)
ReClassifICAtION. ....c.cuiuiieeiiieiieeirinciieeeie e ssaenes (1,500) 0 873 (627)
At 31 Decembert 2009......c.cciiiiciciciniininieeccseseesieeeeeeens 4,986 0 3,444 8,430
Additional provision recognised........cccoviinniiiiiiniiiininins 883 0 (649) 234
Utilization Of ProvisSioN.........cceecucuncureureesicmneiniineisceececicssesseesssenans (788) 0 0 (788)
Exchange differences.......oiiiiiinicicccsinns 0 0 (53) (53)
At 31 March 2010 5,081 0 2,742 7,823
NON-CULLEN . et verveeverereeceseeesesesesesesasesssessessse s s s esss s ssesesesessesens 4,437 0 760 5,197
CULTEME ettt 644 0 1,982 2,626
At 31 March 2010 5,081 0 2,742 7,823
All amounts in thousands of USD 23
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26.

27.

28.

29.

Related party transactions

The Company had no material transactions with related parties in Q1 2010

Other liabilities

31.03.2010 31.12.2009

ALCCIUCA EXPEIISES.ovurvuerirerirerirrisertsesteeesesese e e see e ase sttt 11,227 11,999
Accrued salaties and £elated EXPERSES.....iwiririiriireiserseeiseeisesiesie i e s s 14,996 14,760
Accrued Royalties....... 1,043 1,185
SALES AKX ANA VAT oottt ettt ts e st 691 934
Payable due to Previous aCqUISIHOM. ...uuververceeeeieriereereerieiiesieese s seessesiessesi s st sesesesssesssssessessaees 2,324 2,324
OHNET ettt s st 1,984 2,075

32,264 33,276

Litigation

On 5 December 2006, Ossur hf., parent company of Ossur North America Inc. and Royce Medical Inc., Ossur America’s
predecessor companies, disclosed to the Office of Inspector General of the U.S. Department of Defence that Ossur North
America, Inc. and Royce Medical Company may have made some sales to the government that were not consistent with the
requirements of the Buy American Act or Trade Agreements Act. A review was conducted by third party experts of the sales
and the circumstances surrounding the sales. The review’s conclusions were sent in a report to the Inspector General of the

Department of Defence in the last quarter of 2007. The likely outcome of this matter remains uncertain.

Approval of the Consolidated Financial Statements

The Condensed Interim Consolidated Financial Statements were approved by the board of directors and authorised for issue on

April 26th 2010.

All amounts in thousands of USD
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